[ntermal Revenue Service Department. of the Treasury
District Director -

Post Office Bax 1680, GV
Brooklyn, NY 11202

pave: JAN 30 1998

Pervon to Contact:

Contact Telephone Mauber:

Refer Rcily to:

tnployer Ident ification Manber :

A

CERTIETED MAIL ’

Dear Applicant:

We: have considerad your application for tax-cxempt status under
section 501(e) (3) of rhe Intormal Revenue Coxle.

The evidence prosented disclosed that your organization was
incotporated on o

The putposes tor which the corporation was formed are:
L. . To work with companics to help find resources.
2. To advise & consult to help companies inprove their cash
flow.
3. To advise other non-profit organizations to establish a
financ ial base.

Your activities show that you will perform the following
services for non-profit and minority businesses:

-Review financial data accounts receivable and accounts

payable,
-Determine the best facility to work with them.
~The will make contact

with and visit the organizations in need of these scrvices,
and will be responsible jor locating resources for each
activity. Discussions, panels and lectures will be held to
advise the community of the nervices available.

You have indicated that the primary source of financial support
wil' be derived from fees charged for services and you will not
aciively solicit public support but do intend to receive
grants. However, you have disclosed that your "grant income"
actually represents finders fees. These fees will be paid to
your organization by the exempt organization in amcunts ranging
from AEENNEN. of the grant received by the exempt organization.
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Section 501(c)(3) of the Code provides, in part, for the
vxemption from Federal income tax of aoganizations organized and
operaterl exclusively for charitable, vreligious, scientific or
educational purposes. no part of the net eamings of which
inures to the benefit of any private shareholder or individual,

In onler to qualify under ' * SOL(c)(3), an organizat fon must he
both "orpanized" and "operat ' excluaively for one or more
purposes specified in that section. If the organizat ion tails
to meet either the organizational test or the operational test,
it is not exempt. (Regs. 1.501(e)(3)-1(a)(1)). The
organizational test relates to the rules for governing an
organization and the purposes stated in its articles of
organization. The operational test velates to the
organization's activities.

Section 1.501(e) (3)=1{c) (1) of the Regulations states tlat if
more than an insubstantinl part of an organization's activitios
iz not in furtherance of exampt purposes. the vrganization will
not be regarded as exempt.

ln Better Business Burveau v. U.S., 326 U.S. 279 (1945), the
Suprene Court stated that the presence of even a singlea,
non=exempt purpose, if more than insubstantial in nature, will
defeat exemption under Section 5S01(c)(3) or rne Code, regardless
of the manner or importance of the rrily UXOMPL  puIrposes,

Section 1.501(e) (3)-1(d) (1) (i1) of the Regulations provides, in
part, that an organization is not organized or operatd
exclusively for one or more of the purposes mentioned in section
50L(c)(3) of the Code unless it serves a public rather than a
private interuvst. An organization may not be exempt if it is
operated for the benefit of private individuals.

B.S.W. Group, Inc. 70 TC.352, Dec. 35.175 holds that a
corporation that planned on offering consulting services for f{ee
to nonprofit, limited resource organizations engaged in various
rural ~relatea activities was not entitled to tax exempt status
because it did not operate exclusively for charitable,
educational nr scientific purposes. In addition. the court
vateimined 'oat the taxpayer had completely failed to show that
1ts owwn vervices would not be in competition with commercial
businesses.

Rev. Rul. 72-369, 1972-2 CB 245 provides that an organization
formed to provide managerial and consulting services for
unrelated tax-exempt organizations for the purposes ot improving
administration of their charitable programs did not qualify as
an organization exempt from Federal income taxes under section
501(c)(3) of the Intermal Revenue Code.
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Like the organizationg described above, your organization is"
organized to provide managerial and consulting services for
fee. You also disclogsed in your Form 1023 application thar your
anticipated revenues will be from fees charged for services and
finders fees. Your organization fails to meot the requiremont::
of being organized and operated exclusively for eXOMPL  PUIposes
ag provided under section 1.501(c) (3)-1(a) (1) of the Internal
Revenue Regulations.

Accordingly, we conclude that you>do not meet the requirement s
for exempt status under section 501(c)(3) of the Cole and
Propose to deny your request for exemption under that section.

You are required to file a taxable returm Form 1120 or 1041 with
the District Director of Intermal Revenue Service. Please send
the retum to the Internal Revenue Service, P.0. Box 1680,
General Post Office, Brocklyn, NY 11202.

Contribut ions mndg to Yyou are not deductible by the donors aec
charitable contributions as defined in section 170(c) of the
C()(le- \

If you do not ngree with this detemmination, you may request
conference with the Regional Director of Appeals by protesting
in accordance with the enclosed instructions within 30 days.

Protests submitted which do not contain all the documentation
stated in the instructions will be returned for completion.

If we do not hear from you within that time this detemination

will be considered final and the appropriate State Officinls
will be notified.

If you do not protest this proposed detemmination in a timely
manner, it will be considered by the Internal Revenue Service as
a failure to exhaust available administrative remedies. Section
7428(b) (2) of the Internal Revenue Code provides in part that "A
declaratory judgment or decree under this section shall not be
issued in any proceeding unless the Tax Court, the Claims Court,
or the District Court of the United States for the District of
Columbia determ’ : that the organization involved has exhaustod
administrative . dies available to it within the Internal
Revenue Service."

Sincerely yours,

-
a

/

G -
District Director

Enclosure: Publication 892




